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Dear Supervisors:

MEDICAL, DENTAL, LIFE INSURANCE, AND
DISABILITY PLANS FOR 2009

(All SUPERVISORIAL DISTRICTS)
(3 VOTES)

SUBJECT

Recommendation to approve 1) medical, dental, life and disabiliy plans premium rates
and benefit changes for represented and non-represented employees; and 2)
appropriate agreements and amendments for County sponsored health, dental, and life
insurance plans.

IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve proposed premium rates for County sponsored plans as follows: (a)
medical and dental rates for represented employees for the period January 1,
2009 through December 31, 2009, as shown in Exhibit i, (b) medical and dental
rates for non-represented employees for the period January 1, 2009 through
December 31, 2009, as shown in Exhibit II; (c) optional group term life and
dependent life insurance rates for represented employees for the period

January 1,2009 through December 31,2010, as shown in Exhibit ILL; (d) survivor
income benefit (SIB) rates for non-represented employees for the period

January 1, 2009 through December 31, 2010, as shown in Exhibit Ill; and (e)
rates for Short-Term Disability (STD), Long-Term Disability (L TO), and L TO
Health Insurance plans, as shown in Exhibit iV.

"To Enrich Lives Through Effective And Caring Service"
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2. Instruct the County Counsel to review and approve as to form the appropriate
agreements with Anthem Blue Cross and Anthem Blue Cross Life and Health
Insurance Company (Blue Cross), Connecticut General Life Insurance Company
and CIGNA Healthcare of California, Inc. (CIGNA), Kaiser Foundation Health
Plan, Inc. (Kaiser), Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc.
(Kaiser Mid-Atlantic), PacifiCare of California and PacifiCare Life and Health
(PacifiCare), and Delta Dental Plan (Delta Dental), for the period January 1, 2009
through December 31,2009, and instruct the Chair to sign such agreements.

3. Instruct the County Counsel to review and approve as to form appropriate
amendments with SafeGuard Health Plans, Inc. (SafeGuard) for the period
January 1, 2009 through December 31, 2009, and Life Insurance of North
America (UNA) and Metropolian Life Insurance Company (MetLife) for the
period January 1, 2009 through December 31, 2010, and instruct the Chair to
sign such amendments.

4. Approve proposed premium rates and benefit coverage changes for the following
union sponsored plans, as shown in Exhibit V, for the period January 1, 2009
through December 31, 2009: The Association for Los Angeles Deputy Sheriffs,
Inc. (ALADS), the California Association of Professional Employees (CAPE), and
the Los Angeles County Fire Fighters Local 1014 Health and Welfare Plan.

5. Approve a proposed increase in the Tobacco User Premium from $10 to $20 per
month for non-represented employees.

6. Approve an adjustment in the minimum County contribution under the MegaFlex
and Flexible Benefit Plans from $987 and $735 per month, respectively, to
$1,078 and $809 per month, respectively, to be initially reflected on the
January 15, 2009 pay warrants.

7. Instruct the Auditor-Controller to make all payroll system changes necessary to
implement the changes recommended herein to ensure that all changes in
premium rates are first reflected on pay warrants issued on January 15, 2009.

8. Instruct the County Counsel to prepare the ordinances necessary to amend
Title 5 of the Los Angeles County Code to implement the recommended
changes.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Purpose

The County maintains employee health, dental, group life, and other insurance
programs to provide benefits that promote the effectiveness, health, and welfare of its
workforce. The current agreements for all County and union sponsored medical, dental
and life insurance plans end on December 31, 2008. The purpose of the
recommendations contained in this letter is to implement negotiated agreements with
carriers to continue existing benefits and to adopt benefit changes for the 2009 calendar
year.

Justification

Overall Premium Neqotiation Process and Results

County Sponsored Plans in General. The recommendations in Exhibits I, II, ILL, and IV
regarding the County sponsored plans are the result of intensive negotiations between
the health, dental, and life insurance carriers and the County negotiating team
consisting of representatives of the Chief Executive Office (CEO), Director of Personnel
(DOP), and the County's group insurance consultant, Mercer Consulting (Mercer). For
County sponsored plans whose benefits are governed by Fringe Benefit Memoranda of
Understanding (MOU) with SEIU Local 721 (Local 721) and the Coalition of County
Unions (CCU), the unions' benefit consultants have had input into the insurance carrier
negotiation process.

Mercer's opinion is that the County sponsored plan carriers' final negotiated rates are
justified. Mercer's opinion and the supporting due diligence is documented in

Attachments A and B.

In general, County medical and dental plans are rated by carriers based on the cost of
claims, claims trend and administration costs, taking into account the health risk of, and
the utilzation of health care by County employees and their covered dependents. In
2008, there continues to be an ongoing pattern of increases in hospital and
pharmaceutical costs driving medical insurance costs upwards at a rate estimated by
Mercer at 9% in Southern California.

The County sponsored medical plan rates recommended in this letter, averaging 8.5%
for represented employees and 8.9% for non-represented employees, are slightly less
than the Southern California average. The underlying dental trend is more moderate.
Life insurance rates are guaranteed through 2010; however, because the County's
K:\2008 Word Chron\COMP\Board Letters\Benefits Board Ltr for 2009 - Version 1 (2).doc
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experience over the last year has been favorable, the premiums for optional term life
insurance and dependent life insurance for represented employees will be reduced 10%
for 2009 and 2010.

County Approved Union Sponsored Plans in General. The premium and benefit
recommendations in Exhibit V regarding County approved union sponsored health plans
were negotiated by the sponsoring unions and evaluated by the CEO and DOP
pursuant to the relevant provisions of the CCU Fringe MOU and County Code. The joint
CEO and DOP recommendations are provided later in this report.

Renewal Policy and Process. In accordance with the County policy, the County
negotiating team requires all carriers to justify rates and support proposed contract
terms for the upcoming plan year. The rate renewal process for 2009 (documented in
Attachments A and B) is designed to encourage full involvement and transparency
among all County, union and carrier stakeholders. The process involves production of
data by carriers as needed, identification, in depth analysis and evaluation of all material
underwriting issues in carrier proposals and documentation of due diligence and
financial results. All parties fully complied with the process.

Overall Results. Attachment C is a high level summary of carrier negotiation results that
compares the estimated actual total premiums from initial carrier premium quotes for
2009 with the final result after performance guarantee review, challenges to carrier
underwriting, benefit changes, and negotiation. Summary reasons for the negotiated
reductions are given.

Total 2009 premiums to be paid to health, dental, group life, and other insurance plan
carriers are estimated to be $882 million which represents $738 million for County
sponsored plans and $144 million for union sponsored plans. This is an increase of $65
million or 8.1 % over 2008.

Total savings from initial 2009 carrier proposals is $5.4 million. Of that, $4.4 million are
negotiated savings from 2009 carrier proposals, and $1.0 million is from performance
guarantee refunds and rate credits.

Attachment C also shows the percentage increase for each carrier by cafeteria plan as
well as the total increase for County sponsored health, dental, group life and other
insurance programs. The increase in medical plan premiums estimated to be paid to
health carriers during 2009 wil range from -3.7 % to 12.7% for an average of 8.6%,
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which is lower than the expected average projected Southern California increase of 9%.
The overall increase for dental plans will be 9.1 % which includes benefit enhancements
that are employee paid. Optional and dependent life insurance rates for represented
employees for 2009 will decrease by 10% from 2008 levels.

2009 Premium Rates Recommended for Adoption

Recommended Rates. County and union sponsored health, dental, group life and other
insurance rates recommended for adoption are shown in Exhibits I through V. Unless
otherwise noted in this letter, the rates support existing benefits enabled by the
applicable MOU, or County Code provision. The rates shown in these Exhibits are the
monthly prices that employees wil pay from County cafeteria plan contributions from
their own resources after County subsidies are subtracted from negotiated carrier
premium rates paid to carriers. For this reason, percentage increases in premium rates
to be charged to employees as shown in the Exhibits, in many cases, may differ from
the negotiated increases in premium to be paid to carriers as reported in the body of this
letter and in Attachment C.

Union Concurrence. Local 721 and management representatives voted in the Labor-
Management Benefit Administration Committee (BAC) to recommend the premium rates
and benefit coverage changes for employees represented by Local 721. The CCU and
management representatives in the Labor-Management Employee Benefits
Administration Committee (EBAC) voted to recommend the premium rates for
employees represented by the CCU.

Implementation of StrateQic Plan Goals

The recommended actions are consistent with the principles of the Countywide
Strategic Plan by promoting the well being of County employees and their families by
offering comprehensive employee benefits.

FISCAL IMPACT/FINANCING

Each cafeteria plan, including represented employee plans provided by MOUs with
County unions, provides for a County contribution and, in some cases, an additional
subsidy to help pay the cost of insurance benefits. The current County contributions

and applicable subsidies for employee benefits mentioned in this letter, or changed
contributions, or subsidies recommended herein are included in the Fiscal Year 2008-
2009 budget. Employees pay for additional costs above and beyond the County
contributions and subsidies through payroll deductions.
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FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The general facts concerning 2009 premium rate and benefit adjustments for County
sponsored plans affecting both represented and non-represented employees are stated
in this section. The details of each carrier's County sponsored medical, dental, group
life, and other insurance plan proposal, Mercer's evaluation, and Mercer's opinion
concerning their justification and terms of offer are given in Attachments A and B.
Unless otherwise specified, the term of offer is one year.

Represented Employees

Medical Plan Benefit Chanqes Affectinq Represented Employees

For 2009, Local 721 has elected to waive co-pays for preventive care for employees in
Kaiser and PacifiCare medical plans. The cost of waiving co-pays for preventive care is
.65% of premium for Kaiser and .09% for PacifiCare. Preventive co-pays include
physical examinations, immunizations, mammograms, etc. The goal of waving co-pays
is to encourage employees to seek preventive care.

The CCU also considered waiving co-pays for preventive care. The cost of waiving co-
pays is .65% of premium for Kaiser, while Cigna agreed to waive preventive co-pays at
no increase in premium in 2009. The CCU agreed to Cigna's proposal, but declined
Kaiser's offer since Kaiser included a premium increase in their proposal. While the
CCU has requested that the co-pay waiver be implemented for CIGNA only, we do not
support that change. We do not recommend separate plan designs for competing
HMO's within the same CCU Choices Plan population. Mercer concurs with this stance.

Medical Plan Rates Affectinq Represented Employees

CIGNA Rates for 2009

CIGNA provides two different plans to employees represented by the CCU. One is an
HMO and the other is a point of service (POS) plan. The 2009 negotiated contract rates
for all CIGNA plans will decrease 3.7% after excess reserves in the CIGNA Premium
Stabilization Reserve (PSR) are applied to the premium.

Mercer's opinion justifying Cigna's 2009 rates and supporting a transfer of excess
reserves from the PSR to reduce premium is included in Attachment A.
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Kaiser Rates for 2009

Kaiser's 2009 rates will increase by 7.9% for the CCU and 9.7% for the Local 721 plan.
The rates for the Local 721 plan include the change in plan design described above.
The lower renewal for the CCU is reflective of the higher starting point for 2008, which
included a 1.5% risk load that has been removed for 2009. The rates also reflect a
credit for a performance penalty.

This year Kaiser improved data reporting and provided a much more detailed analysis
of the renewal drivers. We will continue to monitor emerging experience and any rating
gains and losses in the next few years.

As we continue to implement a wellness initiative for County employees as part of the
Cost Mitigation Goals and Objectives (CMGOs) and beyond, the County and Kaiser are
sharing in the costs of the program. Certain elements of the wellness program are
included in the rates. Any funds not used will be refunded in the following year. Kaiser
is also funding and absorbing the costs of additional elements of the wellness program.

Mercer's opinion certifying Kaiser's 2009 rates as justified is included in Attachment A.

PacifiCare Rates for 2009: PacifiCare provides two fully insured plans to employees
represented by Local 721. An HMO and a preferred provider organization (PPO) plan.
The 2009 negotiated premium rates for the HMO plan will increase 10.6% and the PPO
plan will increase 17.9% for an overall increase of 10.9%. Mercer's opinion justifying
PacifiCare's 2009 rates and recommendation is included in Attachment A.

Union Sponsored Plan Benefit Chanqes and Rates for 2009

Premiums for County approved union sponsored plans will also increase for 2009. The
estimated increase in premiums paid to carriers in 2009 on behalf of the union

sponsored plans is approximately $11.9 million. Proposed 2009 premium increases to
be paid to carriers and benefit changes for the ALADS, CAPE, and Los Angeles County
Local 1014 Fire Fighters Plans are summarized below:
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Summary of Union Sponsored Plan Chanqes for 2009

Average Increase
in Rates to be

Union Paid to Carrier on Requested Benefit Chanaes
Sponsor Behalf of Plan

Sponsor
ALADS 8.4% . Increase Lifetime Maximum benefit to $5,000,000.

. Change Mental Health/Substance Abuse provider and
benefits as outlined in Exhibit V, Enclosure 1.

CAPE 10.4% . Add coverage for Immunizations and Periodic Health
Exams for Classic and Lite, PPO and Out-of-Network:
o $20 copay for Classic plan under PPO.
o $25 copay for Lite plan under PPO.
o 60% after deductible under Out-of-Network.

. Reduce generic prescription drug copays for Classic
and Lite plans under PPO tier to $5 generic and $10 for
90-day generic mail order.

. Add coverage for annual eye exams under Classic and
Lite PPO and Out-of-Network tiers for non-MES
providers.

. Reduce office visit copay, add vision care coverage,
and increase carrier coinsurance for the COBRA PPO
plan as outlined in Exhibit V, Enclosure 2.

Local 1014 8.5% . Increase In-Network coinsurance to 90%.
. Increase individual lifetime maximum to $4,000,000.
. Increase chiropractic benefits as outlined in Exhibit V,

Enclosure 3.
. Include coverage for shingles vaccination.
. Hearing aids coverage for children through age 19,

$1,000 per ear every three years.
. Increase LASIK benefit per eye to $1 ,500 ~ 80%.
. Enhance VSP benefit to reimburse frames as outlined

in Exhibit V, Enclosure 3.

The subsidized rates to be paid by employees enrolled in union sponsored plans are
summarized in Exhibit V. The complete list of carrier benefit changes, upon which the
2009 rates are based, are documented in the union request letters attached to
Exhibit V. We have reviewed the changes for all three plans and support them.
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Dental Plan Chanqes Affectinq Represented Employees

The recommended employee contribution rates for County sponsored represented
employee dental plans are summarized in Exhibit i. The 2009 dental rates shown in
Exhibit I are the rates quoted by the carriers for represented employees, except that in
the case of Delta Dental, the rates were reduced by the 2009 subsidies previously

negotiated with the unions and approved by your Board.

The following employee paid benefits enhancements were agreed to by Local 721 for
the Delta Dental PPO:

. Increase annual plan maximum to $1,750 across all three network tiers

. Add orthodontia coverage for adults and children with a 50% coinsurance subject

to a $1,200 lifetime maximum
. Add coverage for dental implants with 50% coinsurance subject to the annual

plan maximum
. Allow a third teeth cleaning if medically recommended

The Delta Dental PPO contract rates for Local 721 will increase by 16.9%, including the
benefit enhancements. The actual rate increases for 2009 will be lower at 15.1 %, as
they include a stabilization reserve credit. The rates are guaranteed through

December 31,2010.

Currently, the Delta Dental PPO for the CCU and non-represented populations are rated
together. Beginning in 2010, the risk pool for the CCU and non-represented dental plan
will be split and separate renewals wil apply. Delta Dental proposed a 3.2% increase
on the contract rates and no increase in the actual premium rates in 2009. Therefore,
CCU employees in the Delta Dental PPO wil not see a rate increase in 2009.

The CCU declined to accept any dental benefi changes with a cost impact for 2009.

The prepaid dental plan DeltaCare USA's rates will increase by 4.9% for both Local 721
and the CCU and are guaranteed for two years through December 31, 2010.

SafeGuard's contract rates are guaranteed through December 31, 2010. The actual
rates for 2009 wil differ slightly as they include a credit for 2007 performance guarantee
penalties.
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Life Insurance and Disabiltv ProÇlrams for Represented Employees

Basic term life insurance and Accidental Death and Dismemberment (AD&D) rates for
2009 are the same as 2008 and are guaranteed through 2010. Optional group term life
insurance and dependent life insurance rates will be reduced by 10% in 2009 and 2010
due to favorable experience. To support employees called to active miltary duty,
CIGNA has agreed to allow an increase of life insurance by one level upon military
activation.

Non-Represented Emplovees

Medical Plan Chanqes Affectinq Non-Represented Employees

Non-represented employees who participate in the MegaFlex and Flexible Benefit Plans
have a choice between Kaiser and four Blue Cross health plans, which include an HMO,
POS, PPO, and a Catastrophic Plan. For 2009, we are recommending waiving co-pays
for preventive care for employees in Kaiser and Blue Cross. Preventive co-pays include
physical examinations, immunizations, mammograms, etc. The goal behind waving co-
pays is to encourage employees to seek preventive care. The County cost of waving
preventive co-pays will be offset from the tobacco user premium currently charged to
non-represented employees. The current fee is $10 per month and wil increase to $20
beginning in 2009. Any excess collected from this fee will be used to fund wellness
programs.

The negotiated contract rates for Kaiser will increase 3.0%, while the average increase
in contract rates for the Blue Cross HMO and Blue Cross indemnity plans (POS, PPO,
and Catastrophic) will be 12.7%. In the past, we have averaged the Kaiser and Blue
Cross adjustments for the non-represented employee population and we are
recommending that we continue that practice in 2009. Therefore, overall non-
represented health plan rates will increase by 8.9% in 2009.

In addition, we are also expanding the Vision Service Plan (VSP) network in the Blue
Cross plans from the value network to the full provider network to increase the number
of providers available to employees.

The 2009 negotiated contract rates for the Kaiser Mid-Atlantic plan, for a few CEO
employees working in the Washington, DC area, is community rated and will increase
6.0% for 2009. The Mid-Atlantic plan has a standardized benefit plan design and will
not include the preventive care benefit change.
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Mercer recommends that the County accept the final 2009 renewals offered by Blue
Cross and Kaiser. See Attachment B for their review and opinion.

We recommend that your Board continue the historical County practice of funding any
difference between the negotiated contract cost of these plans and the contribution paid
by the employees. The recommended employee contribution rates are summarized in
Exhibit 11.

Dental Plan Chanqes Affectinq Non-represented Employees

The recommended employee contribution rates for County sponsored non-represented
employee dental plans are summarized in Exhibit Ii. The Delta Dental PPO rates have
been reduced by the 2009 County subsidies previously approved by your Board.

For the PPO plan, the CCU and non-represented populations are currently rated
together. As noted previously in this letter, the County's risk pool for the CCU and non-
represented populations will be split and separate renewals for each population will
apply beginning in 2010. For 2009, there will be no increase in actual premium rates
except for the increases required for the benefit improvements listed below. The
required premium increases will be entirely paid by employee contributions. There will
be no County cost associated with these changes:

. Increase the Delta Preferred option annual maximum to $1,750

. Add orthodontia coverage for adults and children with a 50% co-insurance

subject to a $1,200 lifetime maximum
. Add coverage for dental implants with a 50% co-insurance subject to the annual

maximum
. Allow a third covered teeth cleaning if medically recommended

The Delta Dental PPO plan contract rates will increase by 12.2%, which include the
employee paid benefit enhancements for 2009. The actual rate increases will be lower
at 9.2%, as they include a stabilzation reserve credit.

The rates for the prepaid dental plan DeltaCare USA will increase by 4.9%, and are
guaranteed for two years through December 31,2010.

SafeGuard's contract rates are guaranteed through December 31, 2010. The actual
rate for 2009 will be slightly lower due to a credit for 2007 performance guarantee
penalties.
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Life Insurance and Disability Proqrams

MetLife's rates for supplemental Group Universal Variable (GVUL) life insurance and
the Dependent Life remain the same as 2008 and are guaranteed through
December 31,2010.

The contract rates for the MetLife survivor income benefit (SIB) are guaranteed through
December 31,2010. However, the actual rate to be paid by employees for the SIB will
decrease by 10% in 2009 and 2010, due to a surplus reserve transferred to MetLife
from the prior insurer, CIGNA. Any unspent amount at the end of 2010 will be refunded
to the County or used as a credit for the renewal rate proposal for 2011. MetLife has
also agreed for GVUL to allow an increase of life insurance by one level upon miltary
activation.

There will be no changes in the cost of the Long-Term Disability (L TO) and

Short-Term Disabiliy (STD) rates for 2009.

Chanqes to the Minimum County Contribution Under the MeqaFlex and Flexible Benefit
Plans

Currently, non-represented employees covered by the MegaFlex and Flexible Benefit
Plans currently receive a County contribution expressed as a percentage of salary, but
not less than a minimum "floor" contribution of $987 per month under MegaFlex, and
$735 per month under the Flexible Benefit Plan. For 2009, we recommend that the
minimum contributions be increased to $1,078 for the MegaFlex Plan and $809 for the
Flexible Benefit Plan, due to increased employee health and dental insurance costs.
These adjustments would be initially reflected on the County pay warrants issued on
January 15, 2009.
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Upon adoption of the recommendations contained herein, the County Counsel will
prepare the ordinances, including benefit plan amendments and contracts, necessary to
implement the recommendations.

Respectfully submitted,

~~WILLIAM T FUJIO~
Chief Executive Officer

WTF:SRH:DL
WGL:WW:df

Attachments (11)

c: Executive Officer, Board of Supervisors
Auditor-Controller
County Counsel
Department of Human Resources
SEIU Local 721
Coalition of County Unions
Mercer
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COUNTY -SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR REPRESENTED EMPLOYEES
CURRENT 2008 RATES AND PROPOSED 2009 RATES

Coverage Current Proposed Percentage
Plan Option Category a 2008 Ratesb 2009 Ratesb Change
CIGNA Network HMO 1 $346.95 $334.14 -3.7%
Choices 2 $689.62 $663.96 -3.7%

3 $794.28 $764.75 -3.7%

CIGNA Network POS 1 $622.56 $599.57 -3.7%
Choices 2 $1,104.85 $1,063.86 -3.7%

3 $1,159.08 $1,116.08 -3.7%

KAISER 1 $415.85 $448.77 7.9%
Choices 2 $826.26 $892.10 8.0%

3 $959.33 $1,035.71 8.0%

KAISER 1 $387.68 $425.94 9.9%
Options 2 $778.36 $854.88 9.8%

3 $902.34 $991 .10 9.8%

PACIFICARE HMO 1 $338.86 $375.43 10.8%
Options 2 $687.65 $761 .52 10.7%

3 $796.01 $881.59 10.8%

PACIFICARE PPO 1 $894.80 $1,056.27 18.0%
Options 2 $1,810.13 $2,136.23 18.0%

3 $2,096.82 $2,474.64 18.0%

a 1 = Employee only

2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

b Rates reflect current negotiated County subsidies
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COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR REPRESENTED EMPLOYEES
CURRENT 2008 RATES AND PROPOSED 2009 RATES

Coverage Current Proposed Percentage
Plan Option Category a 2008 Ratesb 2009 Ratesb Change

DELTA DENTAL 1 $21.09 $21.09 0.0%
Choices 2 $35.20 $35.20 0.0%

3 $52.62 $52.62 0.0%

DELTA DENTALc 1 $31.66 $39.53 24.9%
Options 2 $52.80 $66.20 25.4%

3 $79.29 $99.79 25.9%

DELTACARE USAd 1 $13.83 $14.51 4.9%
Choices & Options 2 $22.81 $23.93 4.9%

3 $33.74 $35.40 4.9%

SAFEGUARDe 1 $10.19 $10.21 0.2%
Choices & Options 2 $19.70 $19.72 0.1%

3 $25.70 $25.72 0.1%

a 1 = Employee only

2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

b Rates reflect current negotiated County subsidy.

C Delta 2009 rates for Options are guaranteed through 2010.

d DeltaCare USA rates are guaranteed through 2010.

e SafeGuard Rates are guaranteed through 12/31/2010. SafeGuard rates for 2009 rates reflect

a credit adjustment for 2007 performance guarantee penalties.
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COUNTY -SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR NON-REPRESENTED EMPLOYEES
CURRENT 2008 RATES AND PROPOSED 2009 RATES

Coverage Current Proposed Percentage
Plan Option Category 2008 Ratesb 2009 Ratesb Change
BLUE CROSS CaliforniaCare HMO 1 $227.85 $248.00 8.8%

2 $445.66 $485.00 8.8%
3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%

BLUE CROSS PLUS POS 1 $344.29 $375.00 8.9%
2 $691.26 $753.00 8.9%
3 $707.50 $770.00 8.8%
4 $789.15 $859.00 8.9%

BLUE CROSS Catastrophic 1 $176.23 $192.00 8.9%
2 $353.60 $385.00 8.9%
3 $359.06 $391.00 8.9%
4 $415.29 $452.00 8.8%

BLUE CROSS Prudent Buyer PPO 1 $439.11 $478.00 8.9%
2 $806.19 $878.00 8.9%
3 $837.19 $912.00 8.9%
4 $969.96 $1,056.00 8.9%

KAISER 1 $227.85 $248.00 8.8%
Flex/Megaflex 2 $445.66 $485.00 8.8%

3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%

KAISER - 1 $227.85 $248.00 8.8%
MID-ATLANTIC 2 $445.66 $485.00 8.8%

3 $467.48 $509.00 8.9%
4 $528.67 $576.00 9.0%

DELTA DENTALc 1 $21 .10 $25.05 18.7%
Flex/Megaflex 2 $31.04 $38.42 23.8%

3 $35.25 $42.36 20.2%
4 $52.68 $63.36 20.3%

DELTACARE USAd 1 $13.83 $14.51 4.9%
Flex/Megaflex 2 $23.89 $25.07 4.9%

3 $23.72 $24.89 4.9%
4 $34.43 $36.13 4.9%

SAFEGUARD" 1 $10.19 $10.21 0.2%
Flex/Megaflex 2 $19.12 $19.14 0.1%

3 $21 .56 $21.58 0.1%
4 $28.16 $28.18 0.1%

a 1 = Employee only

2 = Employee + Child(ren)
3 = Employee + Spouse
4 = Employee + Spouse + Chil(ren)

b Rates, where applicable, are net of County subsidy; except that the premium charged to an employee whose

benefits are subject to COBRA is the carrier quoted rate plus an administrative charge as prescribed by COBRA.
C Delta Dental rates for 2009 reflect County subsidies.

d DeltaCare USA rates are guaranteed through 2010.

" SafeGuard Rates are guaranteed through 12/31/2010. SafeGuard rates for 2009 rates reflect a
credit adjustment for 2007 performance guarantee penalties.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2008 RATES AND PROPOSED 2009 RATES

Monthly Cost per

$1,000 of Insurance

COUNTY-PAID BASIC GROUP TERM-LIFE INSURANCE

2008a

$0.275

2009a

$0.275

OPTIONAL GROUP TERM LIFE INSURANCE
FOR REPRESENTED EMPLOYEES

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

Aae

30-34

2008a,b 2009a,b

$0.047 $0.042

$0.080 $0.072

$0.090 $0.081

$0.100 $0.090

$0.150 $0.135

$0.230 $0.207

$0.430 $0.387

$0.660 $0.594

$0.942 $0.848

$1.813 $1 .630

2008a 2009a
$1.091 $0.982

Less than 30

35-39

40-44

45-49

50-54

55-59

60-64

65-69

70 and over

Dependent Term Life Insurance:
Cost per month per $5,000 of coverage, no matter
how many eligible dependents employee may have.
Coverage is offered in increments of $5,000 up to $20,000.
Dependent care coverage premium is charged to the employee.

a Rates are guaranteed through 12/31/2010.

b The County subsidizes 15% of the monthly premium.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2008 RATES AND PROPOSED 2009 RATES

OPTIONAL ACCIDENTAL DEATH & DISMEMBERMENT INSURANCE - Cost per Month

Current 2008 Rates* Proposed 2009 Rates*
Employee & Employee &

Employee Employee Only Dependents Employee Only Dependents
Coveraqe Plan G Plan H Plan G Plan H

$ 10,000 $0.21 $0.41 $0.21 $0.41

$ 25,000 $0.52 $1.02 $0.52 $1.02

$ 50,000 $1.05 $2.05 $1.05 $2.05

$100,000 $2.10 $4.10 $2.10 $4.10

$150,000 $3.15 $6.15 $3.15 $6.15

$200,000 $4.20 $8.20 $4.20 $8.20

$250,000 $5.25 $10.25 $5.25 $10.25

$300,000 $6.30 $12.30 $6.30 $12.30

$350,000 $7.35 $14.35 $7.35 $14.35

These rates apply regardless of employee's age. If Plan H is selected, all eligible dependents wil be
insured automatically.

. Rates are guaranteed through 12/31/2010.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2008 RATES AND PROPOSED 2009 RATES

OPTIONAL GROUP VARIABLE UNIVERSAL LIFE INSURANCE
FOR FLEXIMEGAFLEX PARTICIPANTS

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

Current Current
Aqe 2008 Rate* 2009 Rate* Aae 2008 Rate* 2009 Rate*

20-24 $0.045 $0.045 66 $0.826 $0.826

25-29 $0.056 $0.056 67 $0.879 $0.879

30-34 $0.065 $0.065 68 $0.979 $0.979

35-39 $0.067 $0.067 69 $1.088 $1.088

40 $0.078 $0.078 70 $1.197 $1.197

41-42 $0.079 $0.079 71 $1.323 $1.323

43 $0.088 $0.088 72 $1.469 $1.469

44 $0.100 $0.100 73 $1.613 $1.613

45 $0.111 $0.111 74 $1.786 $1.786

46 $0.121 $0.121 75 $1.968 $1.968

47 $0.132 $0.132 76** $2.186 $2.186

48 $0.154 $0.154 77** $2.476 $2.476

49 $0.164 $0.164 78** $2.794 $2.794

50 $0.175 $0.175 79** $3.148 $3.148

51 $0.197 $0.197 80** $4.064 $4.064

52 $0.207 $0.207 81** $4.690 $4.690

53 $0.228 $0.228 82** $5.116 $5.116

54 $0.251 $0.251 83** $5.579 $5.579

55 $0.284 $0.284 84** $6.078 $6.078

56 $0.305 $0.305 85** $6.631 $6.631

57 $0.338 $0.338 86** $7.211 $7.211

58 $0.381 $0.381 87** $7.846 $7.846

59 $0.425 $0.425 88** $8.526 $8.526

60 $0.478 $0.478 89** $9.225 $9.225

61 $0.538 $0.538 90** $9.941 $9.941

62 $0.594 $0.594 91 ** $10.694 $10.694

63 $0.639 $0.639 92** $11.465 $11.465

64 $0.708 $0.708 93** $12.263 $12.263

65 $0.736 $0.736 94** $13.071 $13.071

* Rates were previously Board approved and are guaranteed through 12/31/2010.

Employee cost for Megaflex employees is half of actual premium. The County pays the other 50%.
.. For employees age 76-94 who remain in County service, County wil subsidize the difference between the employee's

cost of coverage using the premiums for the employee's actual age and cost of coverage using age 75 rate.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2008 RATES AND PROPOSED 2009 RATES

Dependent Term Life Insurance for Flex and Megaflex Participants

Cost per month per $5,000 of dependent life coverage,
up to $20,000.

2009 Rate*
1 .24**

SURVIVOR INCOME BENEFIT - For Megaflex participants enrolled in Retirement Plan

Current 2008 Rates* Proposed 2009 Rates*
Emplovee Aae Employee Cost** Employee Cost** Employee Cost** Employee Cost**

(25% Option) (50% Option) (25% Option) (50% Option)

Under 30 0.156% 0.300% 0.140% 0.270%

30 to 34 0.192% 0.396% 0.173% 0.356%

35 to 39 0.252% 0.516% 0.227% 0.464%

40 to 44 0.360% 0.708% 0.324% 0.637%

45 to 49 0.480% 0.960% 0.432% 0.864%

50 to 54 0.636% 1 .272% 0.572% 1.145%

55 to 59 0.912% 1.836% 0.821 % 1.653%

60 to 64 1 .248% 2.496% 1 .123% 2.246%

65 to 69 1.716% 3.432% 1.545% 3.089%

70 and over 3.048% 6.096% 2.743% 5.487%

* Rates are guaranteed through 12/31/2010.

** Employee Cost for MegaFlex is half of the actual premium. The County pays the other 50%.
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SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE

CURRENT 2008 RATES AND PROPOSED 2009 RATES

MEGAFLEX SHORT-TERM DISABILITY PLAN

Employee Cost as a Percentage of Monthly Salary:

Current 2008
Rates

Income Waiting
Replacement Period Cost

70% 14 Days 0.000%

100%* 7 Days 0.934%

Proposed 2009

Rates
Income Waiting

Replacement Period Cost

70% 14 Days 0.000%

100%* 7 Days 0.934%

* Reduced to 80% after 21 days

MEGAFLEX LONG-TERM DISABILITY PLAN

Employee Cost as a Percentage of Monthly Salary:

Current 2008 Rates
Income Plan E + * All Other

Replacement Retirement Plan Plans

Proposed 2009 Rates
Plan E + * All Other

Retirement Plan Plans
40% 0.000% 0.040% 0.000% 0.040%

60% 0.117% 0.157% 0.117% 0.157%

* Plan E plus 5 more years of continuous service



SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE

CURRENT 2008 RATES AND PROPOSED 2009 RATES

LONG-TERM DISABILITY HEALTH INSURANCE - Cost per month

For Flex/MegaFlex Employees

EXHIBIT IV
Page 2 of 2

Current 2008 Rate Proposed 2009 Rate

75 % Premium
Payment

100 % Premium
Payment

75 % Premium
Payment

$0.00 $3.00 $0.00

For Represented Employees

100 % Premium
Payment

$3.00

Current 2008 Rate Proposed 2009 Rate

75 % Premium
Payment

100 % Premium
Payment

75 % Premium
Payment

$0.00 $3.00 $0.00

100 % Premium
Payment

$3.00
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UNION-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

CURRENT 2008 RATES AND PROPOSED 2009 RATES

Coverage Current Proposed Percentage
Plan Option Categort 2008 Ratesb 2009 Ratesb Change
ALADS Prudent Buyer Plan 1 $561.24 $601.37 7.2%
Blue Cross Under Age 50 2 $1,094.81 $1,174.63 7.3%

3 $1,257.21 $1,348.68 7.3%

ALADS Prudent Buyer Plan 1 $561 .24 $601.37 7.2%
Blue Cross Age 50 and Over 2 $1,094.81 $1,174.63 7.3%

3 $1,257.21 $1,348.68 7.3%

ALADS CalitorniaCare 1 $360.68 $392.77 8.9%
Blue Cross Basic Plan 2 $698.37 $762.43 9.2%

(All Ages) 3 $868.17 $947.79 9.2%

ALADS Prudent Buyer Plan 1 $643.97 $689.89 7.1%
Blue Cross Premier Plan 2 $1,177.54 $1,263.15 7.3%

Under Age 50 3 $1,339.94 $1 ,437.20 7.3%

ALADS Prudent Buyer Plan 1 $643.97 $689.89 7.1%
Blue Cross Premier Plan 2 $1,177.54 $1,263.15 7.3%

Age 50 and Over 3 $1,339.94 $1 ,437.20 7.3%

ALADS CalitorniaCare 1 $443.41 $481.29 8.5%
Blue Cross Premier Plan 2 $781. 0 $850.95 8.9%

(All Ages) 3 $950.90 $1,036.31 9.0%

CAPE Classic 1 $490.00 $564.90 15.3%
Blue Shield 2 $984.56 $1,095.59 11.3%

3 $1,221.56 $1,412.62 15.6%

CAPE Lite 1 $316.00 $335.72 6.2%
Blue Shield 2 $634.56 $698.55 10.1%

3 $813.56 $905.24 11.3%

CAPE PPO 1 $484.42 $560.85 15.8%
Blue Shield (Out-ot-state only) 2 $973.45 $1,087.49 11.7%

3 $1,255.22 $1,402.09 11.7%

FIREFIGHTERS LOCAL 1014 1 $457.00 $496.00 8.5%
2 $868.56 $942.56 8.5%
3 $1,030.56 $1,118.56 8.5%

a 1 = Employee only

2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

b Rates reflect current negotiated County subsidies



ENCLOSURES TO EXHIBIT V

1. ALADS Request

2. CAPE Request

3. Los Angeles County Firefighters Local 1 014 Request
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ENCLOSURE 1

1- U (j 7 2008

ALADS Insurance Trust
......H..._..H...........H_._........................--....~m

9500 T opanga Canyon Blvd. Chatsworth, CA 91311
Te! (818) 678-0040(800) 842-6635 Fax (818) 678~0030

August 5, 2008

Mr. MichaelJ. Henry, Director
County of Los Angeles

Hall of Administation, Room 579
500 West Temple Street
Los Angeles, California 90012

ViaU.S~ Mail and E-Mail

AUn: Ms. Marian Hall

Hui-anResources Manager
Employee Benefits- Deferrd IncomeDivision

Departent pf Human Resouri;es

County of Los Angeles
3333 Wilshire Boulevard, Tenth Floor
Los Angeles, California 90010

RE: ALADS/ßLUE CROSS 2009HEALTHCAR PLAN PREMIUS

Dear Ms. Hall:

FoHowingare the monthly premium rates for the ALADS Blue Cross Prdent Buyer and

CalifornIaCare medical and dental plàns for the:2009 plan yea:

Plan Employee Employee +1 Employee + 2

Prudent Buyer Basic $601.37 $1,180.07 $1,354.12

Prudent Buyer Premier $689.89 $ i ,268~59 $1,442.64

CaliforniaCare Basic $192.77 $ 767.87 $ 953.23

CaJifomiaCare Premium $481.29 $ 856.39 $1,041.75

The ALADS plans do provide "Creditable Coverage" as defined in the Act

TIie only Plan change isthat for Mental HealthlSupstance Abuse coverage, the Plan has been
amended to provide thcsc coverages thugh Holman Professional Counseling Centers (HPCC).
Attched is aii outlne of the improved benefits.
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èjHH~
l:"'JOf\(1..~~ iil"-I '.1:.rl"~~~'(I1'~-: ::;I1"t: (=-t"t!l

B".""tTUIl

August 4, 20CS

:-'lm'ian lll1

Hurnim R C3(1Lii:cl'T\.famig(,'1'
EmpJo:ye~ Bendils-Dell:TTcd Jncümi= Dh'i:"lnr1
Coomty of Los Angeles

D::parlrnenl ccf Human ResHur--~
3JJ.J. Wilshie J:oiùevard.
Lus A.nl!J.'lcs, CA 90010

Rc: 2009 RF\WAL - CAPFÆLlJE SHTFl.D \'fFTHCAl. PL.ANS

Tkar 1\.f". HaH:
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:ljfJlI'I'J'~I' 1''1-; !!Jlhr.~i)i"ii",¡ A;rWJdMf",' "l Fyi,' f'lgJIMU, /fl~-CIO' Crdi,,iJ,'Ú(I j'wfir.ntJn¡¡j hn!j)¡.'f'uN, AFi,-;'lO

C,:II'I)br1rj"t; .l.IJJf,lf iT4,",ÜClIÚO,1, A'':~JM('l.( to L.A, ,Collnh' rT~lr:r~lÚ!;,ll iil liJ/:fl),; ilPa~...t'10
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Member Only
t..fember'¡ 1 Depiid e-nl
Family

ENCLOSURE 3

$ 496.00

$ 948.00

$1,124.00

Sincerely,

1\$ ~l"'ays. if you hz.ve any quesdor)s ((t cøncems, please c~H me at (ß)O)666~ i 014.

_. /ì /A~
/"1' , . 1/ I i)~L jfjl t: I-;":

1./. "A". ,A' ,p /
l ,,'--- i

Alfred F, C::in, CEES
Admiriistrative ¡¡-1anagel'

/'
;'L ..

t r\_t.C.~
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AUQuM 21, 2008

Ms. Marian HaM

CJijef of r:mplQ'fee ()enefft5
County of Los Angeles
:)333 \'lshire Boulevard Suite HDO
Los /Jrrgekts, CA 90010.4101

$\ibj~~t:

SummaJy of200M:ed¡iCl~ D~ntat .nd Life Renewal Re!!tdts and
RecommendatiOO (IIepreented Plans)

Dear Marian:

The fi)tlov,nng fe-tter summariz~.s t~ 20()!: r$nei.lalP'osals for meclicV, den11l, and Me
jjlä05 offied tu the reim.seoli!d employee!, of Inf' r.n.inty !'1 (\ A!"i'~ (County;,
iiccu,¡::ng our analysis, observtions and rec:mmenaa(jtt$.. The r$'!e\va! request and
negolialiòii prQ;;ess is outlned in hea1ìcoód Addendunt

Medical Plans

Overvlew
For ail rcpreseiitød Joølta¡ pah$, the 1D1alprojected' pre.murt Ìfr~$e pr.W09 is 8.5%. or
$42.3 rnill:m oyèr 2U08 prèmiums. This incriiasøirrCltidE!$ the c;;5t of sei.ieral banefi
(¡ohal'oementslo the medical and deritl plan.1;, which are explahnoo in more dietall in tt~
bìlÖi,jng i:-agi?S. Thì~ comp:;mH~(O;m ¡l1ai~¡ '"newal ¡r~røae 019.19;" or $~3,2 milfon,

Negoli:atee redliclJohs li:the medical renew'als ((¡xclusfíJíí of bettëfH -:eSÍfil changes) eqi.e
l:: $2.6 itiUon,

After evaluation of tbe f\1øMil J)rro5als, Meicer recommend$ tl'~t tlle Coimly accept the
final 2009 mnewái Îiu:reases offered by CIGNA. P.;jfC~M and Kai,"~r as outfnedin the
lal:~below, We believe 1Iie renewal'S are justified for all plans. ,r: $umma:y ofkcy Issußs,
propcsal terms and negooatioo rfHìUII$ $lè OU!!inedby career in the f-olluwin9F~(t.-

Fii ~1 20;)9
ROOéWâI AcI::n

'CIMA

-J.T'
K4j$f Cholcll
H.i)'f

K.lsa ~t'..~

+9.1%

Pi-c:ifCiiro

T iu.!;

;Sl);(''i,tt..~l. ~:IIn:.. Hut"'.$ n.~i,ic Ci:Mu !irtij- OiJisrcii'' Inv""tr""ts
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~. Marian Halt

Contj d læ Ang~

C lGNA
CIGNA in ilally proposoo a 3.1% leduclon ,in rates for the HMO and the PPO p1anio
combined. CIGNA's rating methodology typi::aUy requires il 4% olaf" fiuttii;ati::n rmrgin;
hawe..ei. Ihey were able to u~e a poricfl oHhe fulìdslnloe Cou nty' 3 premium stabiliza;iofl
re$erve (F'R); toO offet this fequìrman!. neir 2Di09rates include a n.egtive 3.iO~ matgin,
11 Qrder to rÐduo thö- fur,¡t; ir ttc P'SR.

The HMO and POS feneNals areb¡endad, On sSTand-almie basis, :h6 HMO e::per.enca
woule haw resulted in a4.:3% deo'éttseto cUITentrares, and thePOS f~a$~\!'ddecrea:se
by 3.&%. Using blemed rates for ¡009 means HMO partc..äntswi! be su'bsidiziní; POS
p"'l'lidp~rr~ (0 a small degri;e. \O111:h ¡i:lhQ oppo~ìt~ dwhatocçiirred. for 2008.

We revfewed tte ex:)erietï,ce ötï In¡¡ prcgrams and negotialed wlih C¡G~A on ife Mlowng
Issues:

. As in .pl'vicus ye-at'.. trend was hig;!ter 11an tte County's actual èxpe1-æncõ!. whic.h hi:!

hM è"trènely !avornble
. The Premilm Stab11iialÎOf Re$ewe (PSR) is axpecd to S,::w tç 59.:l mirion lJ the end

of 20¡(U! qt ¡¡ppri:ximaaiy 210/ of annu3J prQniJi.m~ wë rcq\.c3tcd C IONA UM. ths I"$n 'tt
furter offsetlhc l6qLií' retl$Nal

ThO COUtI'f ais:¡ r~quested lttOll GIGNA quote ll'(( oo. impact to provide prev'Cl!we cafe
~É!rves at 100%. VVth no oopay, CIGNAlnok:atecHhere wnuld be n.) !"Ut Impact tor nnkiog
t-¡is cban!J~. Their raiiorrale Is: that tnàs1 prewmti~'f! r:i:"f! :!P.iC' ¡:r.¡ ~t)~h't: undér
capitL,tion ;)r(angem!!nl$, and the non-cpitated serviceaffact $t'alk7r segments cfthe
populatíon, ThE Choices populatio1 de1lirred to make Ihl$ tharíge for20C9 be:;us~ they dkl

not want tv fniÍl~ ni,. ~::::¡(lk:'\ Gliiiiglt 011 tilt! ,K;:jssr plan, where there \IUìi: ttJe been a
C(i$t jmpact.

CIGNA's ft)al prpo5aJ llSO resulted in a 3.7% d-ere,ae.¡!lhou;gh h€y agreedto;Ugnlly
löwer tteîr trend faCIs, Ihis was offset by üpd$$~i; $.)perÎeoc.-ewh¡chw~u not as tavorsble

,,:; prbr exerience. A3B re-sl;lt, CiGN.., heki thci' rcncwafl),ffCf the i;mea~ Itte Îflilitd
proposL

Our negoOtations did re.SlJlt iii 1he fOIlQ\\lng:
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Coun1l .., Lr An!1le

R¡mewed mmmmtmerrl IOlry to Tedlice tbe PßR to atl acaplab/ie Jave! over the next
s.v~ral yø..s; no mo"e than 611D of premii;m

2QQ7 ~erfommanceQtan:mlea iienalies oUì165.243 t1pplliadto Ire 20)9 ratp~

The Courlly's fi~ancjal agreement wlih CJGNAproviesfora year-erne tiionèiliaticnM
pfe!miums, i;1..inn:; iJl\d o))em;e& ÇÇt:$i)~~\~"Y'lriU.i lilt: 111;a11. 5urpiuse~ ¡¡Heàepi;srtec to the

~$R and any shortall Is ¡vltht:rawn fron the PSE to the e~enl funds ate avaiabfe. The PSR
has grown sìgn/ficaltly lrr recent years, as ilkJstraled ¡Ì1Ii1~ table belQw:

Projecte: PremiLim

Year-enj ?rE!ium
Shlbili:!diQ" R(:':CNC(Pe'~)

PSR % .)! Premium 193%. 2TJ% lEi.5%.
i CIGtLA r1t,~jAAì,~":;;r-tll~lre3r.~nd batM(' v.\ïH'V~ryb~~ild onpolicÝYe3ìftti3oi!.

2DØ
Š4.62I1,§.1
58621,62

2008'

S4M89,568

S9,a:;'8,sao

zaQII

$43.~30,ii35

$$,813.41'0

The Coi,r1tt will be tJliedra(es ata 3,7% dëcrëase from 2008; if addl!lürr¡)1 prettiurnis
rleettei:,CIGN/\ wil use ite PSR ID fuTttttheplao. we DeU(!iI~ rr1$ 1t-eê¡sOflable forlhe Count)

10 acrpt CIG~'s cffërto sub$ídize a portion ofthë2009 ¡àreactiCln 'lrCtughthe PSR,..$,

was done J,! 20~8..

I: is Q,ir coclusion t1;11 CIGNA'sfinal recnewal~sitiii Isjustll¡;â basd on the County's
e;.peiienc..

Kaser
Kaise continues to tiVër the majcrity (,f the Counly-$O$~ rëpr.;senled pan :memL-ers;
howe'/er, the nunnbEr has droppeds,ighllyJl(tf 61% in 2007 to 59% in 2008.

Kaiset$ renewal. prcpos~1 wai. i' 7,9% increase for the GhoícesP~fJatld a. 9. ~ % focreae to'
tie ODtlonspn::ram, Bolh ofltese are base em the curren ptai' di's.ign;; fn! /uir.h (l11UP .
n'!e rawer renewal for Choices t$ r.;flac'JVè r:f the hk¡her ste p.ltt tor 200tt - Wttli11

irrdu:dd a 1.5% adl.rstHisk load, Kàis~r dij ooinclude a risk load for 200~,

In an irrpr(l~lTnt (.ver 1Ielæt1\1. YGar$, Kai$~ pto'Met a mOTe de!aHEidannalysisof Ihs

t;n~wÔ!1 drivers - quatthig ;;iQll1lhe IropactoÍl tilizooon and mit .c::st ciianges by and
with in seNcecalegorles, Their analysis. covered a thrneYè$r tt~l¡Od and wil rerve as a
tasls for futurr tEEEElÌ..1 evaluations.
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Ms. MoriJu\ H:.II

County Qr L,cs Artgehi$

ii~ì$E(S rerrewal wæ based en !he fO-IQwing factrs:
Hii¡her COll'Y-specik: ulibr.áThin. in oornp::r1~('1! In IhF. hé¡;dl: plan
K~i$$rs commit1ient to continue working with the Counlyai,d SEll) t,Øcal 721 on tr,e
cost miigaíon goals ani;obJectlvee
No ~dd¡Llöoollog,dto iioCcontfur its percl!plkll of deteiii¡rl.fng risk oj the pOp\, aliQl,1 a~
t~ h"we cone in the prior two yi;ar$, N::le tte lor iiicreas: f(¡f ChQioe ¡5 reflectve oT
the rf;s~ lod that w-a$ 'ÎnçJuded in the 200S raie!!.

. 2(JOOre"orma:ni:eguarante peoaiíle$ ij!$lWANi tor Uptens, and ~98,g49rtr

Choices

ùur n~otatiors wjlh Kaoor f::e;u:sd Oli lllefollo'liing are::
In 2006 and 2007, Kalser;3 year-enj results show an :lcrued Sl!rp~U'$ ot 3.5% and 4.8%
rcspeo:tively, whc;hi:: over and atxl,¡ ih;; r""'f!:ill buill ¡lilt) !h",¡¡ P..U:is.
The County and Local 12,'s oommmmert to 1he cost rrtii:aliorr Br;¡¡fs ami objectives and
a possible "Partlel$hipetedif 10 be applied ioins r.ate., which had been done several
yüal8 ago

In 8.ddition to the fel\Cw;;1 fQr llc Q~lTcnt bcrlcfit1!, the COl,nly ~I~Q rr~:rue~t.cd th GOst irnpad
ID cover pl'€ve,r,Uve ~re servi::s at 100%, wiih noi:i;pay, Kai5'rs fna! rales incJidlng Ihts

oonefit chänga rø$uted ¡l a 0.65'%1011 tol~a re!'ewar, or an additional $2.2 !ì)ìlic)" forbolh
OtttìànS and Choices. for 2:009.

Anot~er kf!r:nmrrn~l'oi 1)1 thi¡; rp.ÆWII i!f the cost of Iho Wl¡jllii¡F~ ¡;ngnms.br 2COQ, E.ome
O: wheh Is being pa d (or by the Gouni,. and $O~ of ~ by Kaiser. Tbe Weliness ,program
hduçe Và'ilIS elements sueli as participation incenfi'l6S, ooinnunicatlOh, administra1ícn, a
Clinical SErvices GoostJlrant ánclrepoftnQ, ; he c-ouniy BMKaI$¡¡r ~g:~oo 1: illluda
apprcximately S215,000 in th~ OpJions r6:n&o¡J l'te$ and àbou; S1Gl.00) ¡nme C1oioe
renewal rals for 20:J9 ((,1 %. of Dr~mium) tc- ttaiflly cover toP. oos.t.of tll~_!~~ pl'fAMi;
Program specifcs will lJedetirrìned by Ø:eend of 2008. This Is pan of i;$35J,OOI) budget
across all Gourty-s-ç.onsoroo :Kai~r plans. r.ajser 3grøedli:'tn,ii-i,p' actual e;qn$es ix this

budgel in Mute rel\tt"v¡;l$. K~r.,"1 1s rumlirrg an adcïlui:nal$ZZO,JOO toward the Wtrfí6SS

hiliaiives äCI'$$ aU County representei~nd t\iHeprèŠérred¡:opulaoons.

After seve'-al Jwnds of O!!90liatiotlwf1 Kaiser, they 'smaìl1ed LltIf1i!1g 10 reuiCe thefT

rene'irl p()Sitio1, in part !;alJse ofthe County's Slalll$ .a$ a similar 54zed $ubscriber grop
(SSSG), v.itJ rC$pcct to the F~d6r4o90'((tflm.i:n'., whilih lilT¡t~ Kztiiioi'i. ability L; ne90L~11
with rerlai,i grops. We recommend that the Cocntycontirua' to m((1Îtor emieging
expenettCé fOr eè¡uit:t in tt:aise"s ratng 9alrrs Of kk$¡$ Q'er sei.ref fears, Kaiser cìd
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Ms. Marian Hail

Count- of Lee Angele!'

indicate tM! !h"'Y WOl,ld ~e wi1~ng:o discuss a self-funded plan.fOftl~e County or LA; md
although ,beresn'tsuffcient dalato determnelhhe1nar that is 3 good optn for lhi; Co"rr
at thi:5 limp.. it mRyhF. wnrthNlM",lrll'nn.(! in Uief:i44lre.

lhe Options pOOlallorr slëctee to acceptthe Pfol"ntll" care oonef(;enoollement$.
l~ultrrg jrra tlrral feoev/al or 9.7%; hO\Ivet, Ch!::ce5delll1ec IhlS;(;!¡ange,so meìr rë.o'

t~llêiill$ at 7.9%,

PacifiC;are
Pacff::are iniiiajlypr()po~d a 12.1% in::reas.6 for Ihe HMO plan and a f;; .8% increase (or
t16 PPO pla,b.sedon 1he following f~,clor$:
. Clirrerl benefit plandesigf1$

. $191.?O3 in f'i(r!::rrnanoe guarantee pemiltes for :200a ¡¡no 20.07

. Reducl3d átrOur(. at rsk fer peñormancøguarantæ penalties from 2% of premiirr w a
fiat ;$,5 millon, a ditrretH:o O(OV$f $100.00((,

In;;l~jslon OHH'l.I.2,ØOO far tlsease rmnagement programs and :SW,.l)OO f.or relal::d
~mmunìcaiíoo l1áteiìals

P;;i1ì:'are alw pro\lded thccxst (ïf Jkdilìonal Wellness programsfcr 20U9, vvhièè iiere
~5timated 3t $358,ODO. Th$$'e programs include nceyes, OIlilíe :Ka¡ttt Risk

A:!50~5meii&" llrri; TÎ"ltiphl.llii¡ i,Ui1;;¡I¡I~, i:rripo90lher Ilems.

N~goliaüons wHh Pi:ciñCafe targelédJJe folowim areas:

. Gredit 'Of U~¡r rrrëa$ln9 mermership

II II1~Msmg 1!E!ir amomt at risk. (orp.iforini,uice 9L1¡¡mntee p¡¡nalii to 2% of premium,
¡Kii MOO bc~11 plcviou33y

. In:reasiIlgtheír comrniiment to funding d Wellnes prg/Çl' .atÎ\ilët

As wilh th~ oth\!r CåfTiers, we "equested the ct)$t Imp~toft;oveTìng preverrÚIe cae at
100%, with n-o member O)pa.y. Pai:fiCer indicated th:s muldte WjriaboiJtO. 1% .of

trccrnbm, onm addtioniai $150,000 for bQth lhe HMO and PPO phaw..

PaciffGare:s final rer,ewsl -otte; resulte in a redu.i:iorr on the HMO increas to 10.5%, for a
sa\llf1g$ ota_most $;1.3 mlli.ofl. l hB'1 wei'e n.ol wiUng to revie thir 17.8% ienewal:'' the

PPO plan. The Optioospopulatlon agrte tCBcept tt/a prweniive t$rr enhancements

whiCih result In ä final rettwalaf 10 Q%O\fr;\II~1,') 6% for lhe HMO and 17.9% for rre. PPO.

PacifiGare's final reu!walincluded the mUm\ing ~djus:toont$:
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MS.Marra;n Hall

Count) of Loo Atg~les.

Updati'g of more curenti:laimsexpeiience and t$duCC tred
. Agreementío íTItreasethe êêlUntat ris," forperffmaßooQu:lli'lSe$ to ~% o' prenium
. A~reemenllo (undln", Weiiness program for 2009, ÎndudinG., tel~hMic. o--hng,

In:är¡(i'/es, 'Nellness :)ort, oníne HRA$, Sint: a specified mlmDEfr of 'Iuncll and fearns',

PreveTti'/e c.are :;p.y W~.N~s

Wé bèlreve that PacifiCare has jtJ$t¡~ed 1teir renewal position and that the County shoud
BCce~,t their offer.

l)enta,IP'lans
We bcliiiie the ~~lit;ll~lI~Wëtl:s W1: jui;lifi!:d ccnd ..ttQu!i; be accepted try tie coutU),

Doltt Donlal PPO
'The currerI Pelta plans i;reguaroluiteed thtoJgh: 2JJ1JQ8, and Defta's ¡n~iat ronewal
t''pooaIINø's for the two yttr period bègiiirrírtg '1,'1 J09,

For the PPO plan i the: Ctoïces. PQpplatbn and FJex/MßgaF1(;x p.pur3tiom arec.rrenííy
i"te~ 1LI~~ii ,i;1 IJllO tilt! OplioIJIó grwp Is rated on Itsowrr. lliihe ru!tl$, 1M çÓQIlI)'ii tiSK pool

for Choice$ and F!e:xfMégaFlex: wil be split and separate fenewalt(..r ea:h.populiiion will

¡;pply for 2G10. In t(:r'j.unçtíon with this .chaniie. ofilya l)~ yer rate Gu:arantee wm ai:pl'l to
the Choices plan; Delta proposed a 3.2% ¡iIèrëa~ or the contract rates and a 0% nc;re9$é
Cn Uie bjiiE rates.

for the Options ~rogr4rr,De'la propose a 2.1% ítcrease 10 1he bäled rates md a 4.2%

increase 10 ihe conbaCl rates" Conlracl rates are guar"liteed fortw years.

Silled rates are lower tha.' CQrl!racf rates due to tir available stabHizaticm r(($$t"c A po1ion
d tte nrteç will be !:ubi:ldlmd bylhr¡ funds. 'in the premium E:bii:QliOtí si:óCrVi;; Qttho cnd of
ÏÏ"le ccctracl peilod, This $ubi;idy e;¡uates loaoo\;14% of prrm.i;;m fer Opäoosover two.
yaars and 8%01 premium forGho'CesrorOliee year.

The OplÏoos POPijlatiQt1 decidedloaccept thefo.llow.ì/1;¡ beltèfit eii!!àncernnts:
. 1/1~rëaSè attIlRI maX'Ì'mlm tn $1.151) ~('J','!($ :¡;J' lht?e MIWork tie;!;
. Add or1odoofi coverage for ad1dl$ ((rrd chÎldren; 50% coin;$l.min,c1! $Ubjacl to à $1..200

lifetitn !1\f)vrr:un

.. Aiidi;overage to~ dentl Implarts; 5)% COIt'$lIrnnce SUbjeto alitlJ!i1 plan m3)lmür.

. Allow ¡; tiird oo'V~red cleaning :f me:Jicalty reeommended
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Ms, Marian K¡¡ß

Co..t) of LæÄnfil#s

Cholc!'!\ df!diiiild to :1r-.r"rr' ;:ny r:'lI~1 ttn~'tcl;iiige!: \vlth :; --Of:.. ki"p~çì fo 2009,

Delta's rélíB'á; pröposal încltdes the fèlllow¡ng benefichmge at 110 additional cost
. Olle ai:øltloiial æanlrrg for plee~t\i':' women

for Optiors, th-3E! i:hangEi$res1Jltina ITnal increase uf 15.1%cl1 thy, bijled mlF!!õ ::nd 16 ~%
on tho contract rales" These f,ates are ~uaræreêd for twó years- Tn;$ fil1ai Choicesranesl
Îs a rate pass on tte bile: JaBs fa on~ year, and a :) 2% incroose on ihecooJ;(act fates,

DeltaCare USA - PHMO
Di)II:: pri)f:!;od o 4J)%incrcooOn n,e ~11.,C~NNUGÃ, dental UMO pi.awhi;.¡1 i;;plimi;iily
based on deoml tl(!iid atd thE: Oòi;nty':sac.\Jal utl'iaiion, Ra!r$õTe ;¡uarnn:!eec! for two
~ears. IhrClJgh?01.0,

DelfaGare p10¡:sed SOrT m1t\or manges tc the fee s:hadule, includh1gooverage for teeth
whiie,)I.og, DI,Q 19 S"çtio" 'f 26 re9ul::ioo~pJobrbitirr9 oovcrago fer oJomc!i p'Oe.i!ur.::, it ~
wr reCOmmendation thaI the GOUt)I') exclU'~ to\'emgefortooh I:J~a(;hín9 1,¡:;iel the plan.

Safeeuard Prepaid Dental
'The i:afeguard rates are in a '!'uarant.e thrw'9ll 1:4/3-1/10; howeirr. the biMed rates wílba.
i:lighttylower than tte ooitraa rates rotZûû!l tOêIöoint for St),l47 in paitortm!\cl\
~uaratee penalties for2D07.

Ufe ~ne AÐ&D

CIGNA Life
1he ClGNA Life and ADbD plans are In rataguaaanl.ees 1trougll 1:2131/111; hO'Never, due to

r(¡vorallle Itre experience. we pur$uee a rate reccUCol1 on the optiOnf¡¡ emf dependent Jíe
rates faf 2ù09,~IGNA il1itiallyagree to reducrUi::$$ by 5%,mtrurther negøliaüons
r(3$On~ in a 10% decreae' in opliMaJand deperr:em Ufe mte~ n.r ~pprArm~l,,IY $2,5
",¡lfoii in savings.
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M$, M~riaJl Hall
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AlhQ;¡gh CIGNI did rediice ihe r.aé:S fQr 20D9. we rt!omrllert th.eCoorrcosider

inarketing the rife arid AQ&D for 2010. O( as son as pO$s.ìbLe lllereafler. to er.sUl£ that !he
mood cnMl1iiHU"'~ r8lespo~!i¡ble arejn pl::eo'

If you have any 'que3üon~or ne-ed' additional iinfo"matbn fEgardrrg i:ny Q: the reDewals.,
please iet me know.

Sil1ceraíy.

--~Nr~-
Marci Burn;s

Pi'indpai

Copy
Bill LI'nes- GOilnty Df LA
a,,11 Scolt . Mercer, los .All!;ele5
,\eff Whitrrar- MeTær, l::s Angeles
Ann GiUcH:ttM: - M,¡m:er, LNÄrgetffÐ
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AddendUm

PTOCi/$õ$;

ThF. rine,..al reuest,amdY$'i~~rrl ~oti~tiì aie mulu'&';¡pproee.eeifl!,. t:Qttd\,ÇtQ~ (Li/(;f t1
pèriooj of reveral. months.. Aplänhing rreting wmi the COHlty bè~¡ns!he process. in which
Qhjectves forlli~ fo:¡owngplan ycar aie establiited. Stakal10lders 'ncllUdett!J Co;;nty,
UOÎ(ns (C::aiìlion of c.oU!,ty UnlOtls and SeE IU.LccaJ 72'1), Union ci)"t;ii!t~rrt$ ¡r'¡d Metèr,

Basej on the planning rreéfirr di!!f'..I!Uion~ :A Ri:(1II",t; (Qr RenewSlI (RFR) 1s: drafiiid and
revJe'It(j by all stak:!hoklers, The.RFRit\cli'Ô~a;

Gti'ted ll5eumplbni; ~(i.. I"'YUilt!IIi:III:s, i:ii;;ui'inQ õi s4.t:m'ss:on lettr 10 be ssgned by a
C~l'p¡;ny o'ficerwith the aLJthcrily 11 billJ their prcposal

Que$tcrm(liree'compa~ing carriEr ~naJlcia; Tes;ult, prescription drugs ~ provider
issues, heá1hand pr:)(h..clM management, adirnJstralÎon, and qmfity iesue~-

P'an p:!nomianc: e'x'\ibìl$ oompanng the County's pa$t ph,'m reai.iI$ b the carriers' book
of business r'$ult$

Rate quolalion, tate devebpm:!nt ood projeCl.ld o)$(i;i(hibits

6::1 ttril ût::sfyn iIid corrtracl changes

P~rfrmance guaran1e

All s1akeholderssutmij t~quested changes lo the draft Thi¡ir ltie felJ~'ed and
i!'C()rrQr~t~ 'Îpjothe fin3: RFR, whJch.b tha!' tClaQi: to thc ci:rrko.

Carrier proposals am $ubmitted to aU srakellokJer at th~ sarretim~, folk:ng a review and
analyslspiríöd, Mercer draft neg)lfatbn lelters fot ~èh plan. The ::raft$ are revjwle by
the C::unly and the Union corsuJlanl$, aM their ies¡rivf, comments ar~ It1o)rpou~ted

bPfoff rf!lft;!~A 1(\ lh~ t..:rtiërs_~kly itaWi con'or$nc:l. (¡illh; ;¡~ íV.1i:h¡tt.. ben
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L:.Än..-. .Cft QIXi7

213 34~ 222t Fàà 213 ~6 2600
I'rc;Ji Jrna( mr.cl.ooin
v.wwtn:fCCf.CO

.ÁUQust 21, 2008

Ills, l..riar Hall
Gh ief ;)f Employee Dcnefii
(QU tl~¡ Or Los P,ngttl~s
2233 'Nilshre B;\J~vard
Los Aigeles, c,~ 90010

Subjoct: Summary ot20Q~ M.-dlc;al~ Denlaliand LI'. Rc.l'ilwacl Rll$ulte .lld
R.col1mendatÎÎ::!'$ (N~pre$entèd P'I8"$)

Dear Marin:

1'hi; I~ttt#~~min IÔlri.M:'i LI!~ i i;:¡ulhf vf (.ut ~lIitl)'si::Hlni( 1I~9'i,li",û(¡ii vr i. it; .2tt09 li11i;Wtll
proposals for rrical, dental, and ife pans offered to ihe rron-ra-j)erent€d enploy~es oftlle
County or Losl.1gell (Cóunly), hi addtiot1, it pt~$errl$ M.erceta, r$cl;mmañd;:Uof\$ lor each
plan,

The fCflcwal rcqut)~lafld rrcg~tiaìion pr:;co:s~ Î.scutlnoo in the e1:tEchcd Addendum,

Mëdiçal P:lans

OViJrview
for th non-represented :nedical pans, the total proje::oo prerrium increase 1or 2009 is 6.9%
as-S.S rr)llIlon. ¡his Incroo$i: irrcli:des tt~ ccsiorsevera1 bimefì enhancttments ro the medical
¡;!ami. whlon an~ e)(plölnei: In mQre Qelall!n Ihe 1oltohg pages Ttt!s CQmparE!s to an (oiliel
increase 0(9.2% or )9.1 millicn for tl1e .;urret plan d~sig ns. Ni:goti3ted $avíngs,excllJdlng
tenefi desiqñ chan;(es. were a!m(~1$1,2 millon The Blut! Cro!! pr.wram is 3elf-funded and
Expe.'ted and m$)(iflum tabm'; (.0$1$ a!'Pfi)I~cle,d. The a \;e CrQ$$ &-xpèc1:edOGI$ are the
tilsis for the renewas oltlined in thîslEfer,

After oür anaIY'8i$ oftnererreVlal propoals, 'vtercer fe;:mmendsfuat the County axept the
final ;¡Om'iJ ral1W'aJ$ Dffere.d ~ atu(t Crt::ssand .K~i$Ø. A $ummary of key issues, negotition
results and1he propo)sat \Ernn atèolJtlhed .~ow by i:n1E!.

-"" IW~~ ~¡'"'''' H"".." a.._lLG
COlfiir1\1,Oulsmrdrr.i""~$1mt5.
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Blue Cross
Blue ÇrOS!f Initial renewal pröposa. for 1!!c--rrent plM dèSïrl::, be~re ~9¡(1iabOn~, was a
'13,7% increse across all plans, 01 aboIt S82miiion Jver 200i:~ All p~ans are fum1ed through a

minimum prem¡Jlì1 arrant'tnent wlh spscìfic stop lose of$300.000 per irnividuaL -he

agyreg$t(¡ $tòp 10$'$ $ t¡;rr(¡nto/s(¡1 at 120% ofpröJeè1ãd clatm'f (or all pjaas: hPweVéf, for 2009,
tl\e aggregflte limit wil De 115'% for the HM(;' plan. and 12C% fbr the other p!a1S.

In f~vewÎng al~e Ch)SS' 'Original ft;ew¡¡1 propose!', 'o kk~ntlf1(!d ~vGral .:'iW is$te-:
"' Hi;;her tnan næded medical trendfac1T3,Blue Cf1ss~tiïzes lJo;J'K.oH::vssness tren~

fadors for tltis group. Actuaae~crierrce for th Coonty hassho'tØ' a ¡.wær Irend
"' SignificantincTé8sé irlhipatJeril hospilar tlaÎrt
.. I. i:roP. h~A¡tRP in ('líng r:h;;rg~!!
it No ini;I;.s-or\ Qr .~ (:1(!irn$ Qr!¡dít 1( o.ftel the co;ötof thedi$eati'' ii¡!¡1Ç¡g$ftE!nl pJ'fiUt)S, as

the eXXeríence does not reflect the mpad oUte p~ogr~m;
.. Additìofli:L phäTrr~cy rëbäI.ß::th$t Wè't.'' n:¡1 reflected itl1heclaJrnlò ,CCojbt¡~n

/1,s a reultofnegotìatiofls, Blue Gross updatedíteiT daim proj€cìb!1$ :and Ioveredtteir pooling
(ÌÇir'g\i$ Çir'¡ti re11rrtiol1, réducin9lheOIl'$ÇiII reñe;wat tQ ar 11 ,5% incttas€, ot a $i!\lngs of
almost $1,1 milion baset oolle .current plan desins. Aisc ï:mp;J,rtart to l1ote. the maximum
liabil¡t( on ihe HMO p~n ..~e 'educe to 11-5% olexp.¡cted claiine, ~Ð oppooodto 120%, which
r",d--o; th~ Courrty'spoiitial lIal.fity ((1' ihlio pl¡i,

;.ddi11:mafl:(, Blue Cross agreed to appl''anexperien~ .credit to.lhe ratedeve¡öpm~nt,
cffscttng. 118 cost of thedìsc3SlT8Iagement pmgrams - 360 ~reeHeatth, Thefee$, which
i:r,* ¡t)~ïj.id..iìn Ih", ffi\t-ntrrn p~t1ii'Ri'n'\A riiAW~i r::ìA!!, ::monnt to ,::MIW $1!!i".0I1J fnr200Ç,

\"isior benefits for the H 110, pas, and ¡:PO plÇih$ are -offõ'ed or an()f1-taricpaUrg insured
tasls ttiroi:gh aa arraangement betw'een 61t1~ÇfW5 ard VSP, 'ri::reji;aF,so a portlccn of the
vÎ8ron oonéfi..~ coverage for laser eye :surgcery - '.vhicc is self'insurej by the Count¡, U1ìlizati

cf Ihe la$J( benéfi lls OOér bwerthah pl':IêCled, sothe equivB~ert1 ratesfortllt:Imon ofthe

vision beneft are decreasing, 1M o\lernn2C09 visloT1 cost pr-ojEc110iítOt 1n$ ir$ur'è~ ptan .¡nd
the lasik coverage is 1oii.er than ciirrnt 20C8co$llL

Blue Cross provied their 20Q7 peiornnà.f1Cëgua'àntë report end .appl!è tne penaally of
~329.285 b thì: CO\Jnty's ApTil2DC8 in\!Îce, so thire ìsnodirecl ¡impact :0. th;¡ renewal,

'The County aJSJ reeuested th::cost Împact fortn:: futbwiog benefü dian9é$:
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. CtW1Hìng prèvééWe Cêré. $lf\liç$$ at.1(lC%,V.¡11ì i'1) oo~'ay;iicrE!'Í$I1'g 1tte claim$ pt(1EEclion
by about S5;JO,OO fur200~,

. BBpanding the currenl VSl netivo.rk from the '/atuç netwo.rk to. the ruM prov'der Detork
which would Irrcr~a$ê (he ii'$l,rrd pøtlii;n Çil'l'OHllé V$P($I)ì;W$1 ft!t$s.by~bQir 122%.
The iot~1 co)! for ttte VVsiQn, eVèn inc!\iding the nëtñiòrk change, ;$ $;tm lower thM thé 20(08
crets,

The Count! elected to. adopt the b+nefi changesabo'Me. which iei:m11ecl irr a final Blue Cross
rèn~vai of12, 7YY, OI$7J~ millkrtt OVer expeded Ø$I$ fft2JOa. Prcjet~d 2i:O~ rnaicimt)tr

liaMit'¡ for ihe ElueÇros~ plars, În::uding vision, is $17,2 rnilioD, b¡¡m:..ò Qn the current

emollnnentby p'oduct.

We believe Blue Cros' most reent rerrval pro~osal is juii.tlf anc recommend that til

Count¡ accepi it. HONEEVE'r, Slue C,'oss sttould cO!ltimJ9 to work with ¡hG County 00
(Jttp(;IMii~é$ IÓ betterìô(¡rrtì1yarm rnanáge IttpatÌ'rrt câlrr:5 dtiV1rr9 t~e reoeW(¡!.

Raise..
~:aise/s renewar for the ron-represented plan ba3ed on c.rrntben~frts. was.. 2.2.% inaeæa,
or about $iJS6.COO Oier 2:08 costs. Their renewaf prposal iiicluded !he foHowing:
i HlgMt Couoty-spet;1fc trend fCCtot$ that, Kai$et$ book of bJsinè$$ r;¡c-t(Jt$
. ApfHQximately '$39,000 in"luded irrlle riisbr Waliness póg¡,¡;ms

. 2(06 p!;rfoniianCp. .giiar¡¡n'efpPIlR1lìe!!m $37,357

frr an mptúven);rrtcver the !:s! two years, ¡.:aÏ$e' pr'tJded a ff::ml catailed ê'i'alyss of the
rene\\al driVers -quantlfylrr9 both ihe l:mpaà I,)( ytllz:alkn ,¡nd unit ç;st chaf1g!;s b~r ~mçl withirr
serv e:1egores, Their anaiysiscoere a three year peiiod mdi¡.i! se as a L:aS(line fcr
future renewal 6valælioJJ.

Our n¡¡goliiiiions vÚth KaÍ5r'occædQn,thefollowmg Cireas:
. In 2.000 ilnod 2.007.. Ki!í~e($ YCoUnii rc~ult$ ~ttow dIHIGCfUcd 3"l(pl:u~ of:),5%~nø 04 .6%

res;peClivel~, whtl1 is OVVJ and above the m:a'gin built iito their rntes.
. Reque$t Hull Kaiser pr((v¡d~ a detaî!ed,sfHiil;'i$ ofttte plarr''( i.tltlzatii:"", whic;ll ~'f hav d~ne

in eactò of thepæt seeraJ years, to. supportmeir ienewal posiicn,

l.!,((ti't k~Y(;Orrp(íí'Ottt (¡f tl1îs rMÇ¡IIt¡th,) .ç:Q't (If ihe- .\A1e1lrrec.c pra.gr:mef.::f 2009, eomaof
whiCh is being paid br b~ the County andscme (If ¡tby Kai$er, Tnii 'N$!lrr$$$ progi~ms Include
\larius er'€ments su:has pai1icipaion incentives oomuricaoon. administration. a elinÎCtI
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5eivs CJnsultant and reporting. The êouiiy agn!ì& to irrt.ude approiiímalaiy $3~,OOO in the

2D09 Flexlwweg~Flex rl:1e$ to pDrtllly ÇQv~r ti,e- 00::1 01 thc~ p.;Q9r~n$.T1i$ Îec pi:t!of &
$350,600 tudget across all Ccuntyponsored Kaiser ¡¡lane., Katie, agrem to 'trre..p' ~tual
eiip~n$é$ In \\is buttØI iiifuue rer)ev,~j¡;" Program specif cs .i¡li be ootermiMd by the end of
2008, Kaiser is 7undhg alJ aóditÎòI!i1 $2Z(),OOO I.àIYilr'd tttèWl1lbl'ss initiatives acrO$s allGolnty

represente:i and non.represent.ed populatíontt,

¡.nør sêiieral rounds or t1egotl.-tiQrt$wl11i KaiSëf,t!'ey rernarred iJl"wHbng 10 reduce their
rene~\al poition, in. part tecause of the County's status as a similar sizëd sub$cnber g"DUp
(SSSG), i.l'h respect 10 the Ft.cferal go\'Cmment, which limits. Ka¡1H~r's. abilty to negtiate wilh
cartaÎn gto,lf).Ne ~omrret1 1hat the Col;lý cOlLtlt'elc í1ùrrltor slnel'1119 experience for
equity in Kaiser's r9tng gains ,)rlo~ses oversoIIEral yèars, Kal!!r cli:: rndit''Eb?IÏÏat th~y W((IJII
t: wifing to diswss a se!..nded plan for tll~ County of LA; and ali.ough there isn't suffcient
daiail) det~rr'fiihë whelher Ihal ¡sa good OpIOf) f(jt fhe County at ihis time, tt may be woh
wnsidering in the future,

There is CtrrenllY 000 eirploYecco'Itered :by the Kaì?erMid~Ataní(: plan. which is. communit
rat~d iind h.å$ '" slao:ard::'1 ~Ian de$isn.Raiøs forthl$plat' wl:llnaaaS4 hyB% fc.r 2009.

lbt: CuuIIlf t:1~Llt:ú .U ii;;iit: ~ lJt:ii--1i i.í¡~!lij,l/a'lrII~ \,l,pö)'S l'll ¡.'~'ie¡i¡;.,e (;ìt! æ(\Ik;~1
\,hich results ina finat rerrewal ÎnaeasE of 3.0%, or $1 .15 mimorJ. Tt,is change doe not apply
to thè MidAtlanUc;pan,

Déntl Plans
We beliiWIi the darital teliiWa!S am justified and ~houk: be acceplBd by the County,

Dellá Dental PPO

The c:Jrtel1t Oèta plal1s are guarañteed throJgh . 2J31/08, iid Delta'1! ini:ial renewal proosal
wM for thl2 1: y~r per kid l:u;gihhÎn0111l0f.

For th PPO plan, the Choices populati:m and FlexlMegaflax popul\\IÏQTI$ are OlJtrrnlly ratë
logelMMr. In me WWfe, 1M counry'~ risk poo, for GI101ces 3111 FIeXIegaFlex WfI' be spill and
5epârate r~newl5 for e-ao;h popiJratiöh vtili a:.ply for 2010, InøøJlimtlirm ,vith ¡his (hange, onty
a one year rateouaranleewill applyro the ChoieepfM: Deltiiro¡;oææa3,:t% morea$e on
the corrtract tales arda 0% loorease Oli the biled rat£:.
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Billed rates are 'ower1tal1 oontraccrare$ due to the /iss¡labe- stsb¡¡iz;:;~ötl ii$ëJV, A portnóf
tho ram vlil.1 be ~ub~idi;æ by the 1und~ in the premium:!kkiliz:~tiQf1 t(!:!crvc Sit the cndQf the
CCntr~t tJäflod, This subsidy equ..~s.1O adOOJt 8")" of ¡:remiwrr for tn;: one yearpenod.

The Count~ reviewed several pilanaltemalives and elec.ted to make ihe k~lowjng èhange$ for
2009:
. Inçtcni:ng the ornu,;1 trxím..m tQ ~1,:tSòi$1 ,2"00/l1,21)0

. Acding ortodon1ia ccverage fer ad~lt$ and cnitdroo; 5C% (:QtnsiJanoe$ul;ject 1Q .. $1,200
¡iMlme maximum

. Acd (xnerafJe kl" dérijal implai1$; ~% O)¡i;$ifa~i: subject 1' ~r:ruajplan maximum

. Albw a third covered ;;Ieaning ífmedii;Jly recomrTrtdëd

. 8cepar::ing 1he¡; ex aad Chalce~ pou 13ti()n~ s:a: thy will rated ind¿;pendentfy g,ff. forward

The' renewacl pr9p0ool inc,ude$ the fÒII'Qn:g benefit c:han.g:: at nö$$di!o'raJ CCät:

.. one: atldttioral cleamng for pr6fnant wörrën

These changes resoiiin a ffnallncraase .of 9:2% 011 the b~lJe talss: and .122% on the CCuact
rates. These raæs are guaranteed ror one year,

o.l'Ware USA - DHMO
Defta proposed a 4"9%irmase ofl11eDeltaCare USA. dèl1làl HMO plan whi(h i$pfirrárí!y
based 0'11 (ental trcooc1nd thc Cotnty~ actual utizatioll, Ri:ic¡s,,reguar--nteforfi '(e!imi,

thiough201 O.

OeltCaTe pro¡JJSed somii mi:norchanges 10 the fee ~hel;lJle i ¡'çlw;Jîrrg :cove-rage lor *1h
whiteiiing. Due to Secün 125regufatio1s prohfb'lingCOlé'lië fOr oo$melíc pr(¡ê~(:i.rt;$, Iils
our tcCOmmond3tiorlh3Uhø County e::ccud1Jco\ir3gB forteath bleaching under tll& p4im,

S.afeguard Prepaid Dental
The- Safeg'Jà,d f~t~ are In a iuarantee ti-rough12f31f1 0; however~ the Naled rates will be

~ighUy IOVoer than th öol1tfàC'rali!$f(f2009 to ¿¿ccocrrl for $5,147 1:' perfolmarrceguarante2
r:enartie'!! (acrosç all pl'8n~) for2Ó07.

Basie Ufe and AD&D -CIGNA Life
The I:sÎc ife a,1d AD&D plans are curretly in a '8te gUÐranleethróH;:lh 12/31/10.
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Survr~orlncome BenEfit
I he norHepresented optir.l1ial and ô'eP'ide.nl Ufe plat\ vvas m~:i\ed fromC,GN,c ur~to MetLlfe
effe-lt'lè 11107. The Me¡:::Flex: Surv..vor rncane Bene1it portion ;¡flhè pf:al1 wa¡¡à parllclpaimg
a"ran¡¡emeit wHh CfGNACIGNA has. perfor,1'le( a final accounting £If the plan and dete1T¡tìèl
that a sutpUS of $755,839 ïs refuTIcablew tlleèounty. Preii¡l1s ut;iir 1his p:licyare s11a,¡ed

batwean the COUnly i;0d plan particjpants. The Couuit¡ was pre3errtedwith seeralopllôl)$ to

h~ndt~ this: refund, aid the- fr.lbwing approach wi. apply:

The Surp1U5WUI be tran$feir.¡dlö M6tUfeand aseparam interest bearing account wUI: be
estBIJI$he(
Theacoount will De used to bu~"doYinthe prèiiliiJl1 ræ.e$ fønhe r~trainlt)9 two '/earsof
their i'a:.e peiod, 200eand 2010.
Biloorat.es will bs redlJt:èO by ~O% for the remaining MO years \~h¡1e xxnttct fiites are
ceitinood at the currot leveL lhedifference betwi.en the tWo F1Ì¡ié-š ($ the aniount drawn

fn;m ttie fLll1 .e..i;ti quärlEti,'lill eIII i!l."tuurrlill\j giYtll klÜilo CUU¡;!y rU¡t'~WJ 4ttì;ntt:rl,
tronsadion,

. Ttere 'WiIL1i¡':~IV teso11e residual: funds left aUhe eod d thsl'loc, l'eari: U"a( can be refunded

to thë -Coonty or used as acrecitfor the renewal rate piopo~al fer 20 n .

Thi~ a¡¡¡¡ro::cl llee:: the ment oÆ 11l!"'n9~th¡rQ por' dccttl wit"i the acou nUBS .trorr~:mc.tmi. tl\
a:dìtion, emplo\,ee~ørtic pana will have reduce rares tor It~ rrxt t..10 )'šars;and the "$nap
bick" effe~t On ral(!$wlU I\ot b!' nearly as greal wtt this approach incQi';)an$;)!'lo (:itte

altémamés.

Merc~r doee fJO' ll;\rd~ he ongc;'r\. .;Q"$lJHiiS ferlhø MøtLlf& SI8 program, but helped
nag!)! ale t!)O terrrrs of the balance tmnsfer.

If you havE' .artyqUé$I.Otì.$ (11)1 th~ abOe lfltorratlor, please give me is ca;1110 Clísuss.

Sinl't""111y,

)j~~
Marci Burrs
Prltïdpal
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Wayne Wiard - COilnlyof LA
J~ffV\hitman - 111ercer, Los Angele3
Ann Glllesj)iee-llercer, Los Angeles
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Addendum

Process

The renewal r&cuest, analvsts and neiiatialin are mulli.ss-e prcc~s~.e$, tQ¡i1du(;t~do"'$t a
p~ríof'seVCt21 moMhs.A pl'annir,tt m'Ìooting witt the GoUl\ty begin:E %he.orocess. in wh'on
o::jectves ior the folbwing pl.i yeara1i( $s.tablllihød,Stakehotdsls fOf the Non-represented
p .an irei ude the COU1ty and Merc;r,

eased Qn tle planning' meeling di$¡)us$br'$, a Re(uøSt f()r Renewa¡ ;RfH) is. drafted aflJ
revie'ed b)' all $takehokl~rs, 'The RFR includes:

.. SI(lIOi1 :)(:o-'OpIIQnc ~rldrequ¡ll!merl&, ineludnga &UbmieeJeon Istlr tD be &ign-ed by Ii
company of1icer with 1!e autMFilyto bind ttlE!ir proposal

.. Qtlestionnaíteer,cottp.ssing cariirfiancial resuits, prescriptioru ôrll;Jsand provider

b.$iit'$, j;~Aiilï arw pl(duci vlly' rna.r;;geIYlfnt, admhistration, ard quaJ4: issues

P!an pprformanca exhibits compari~ the County's pas! plan reslflts to the 'Carrirs' book 0,1
bæiness leulls

Rale quotatin, rnte development arrd pröjecl~d èosté~h¡b¡ts

II BèrrêfJi deesì~n and C'ulittacl c:hanges

Pt:r rUIfI1t1rr\;,; I: Uiil t1rrlt:t':t

IIJI stakehcld(m sub'iil rttquc$ied ,::an;¡es to thedraf:. Thesei;re reviev..d and mcórpomleii
into the tìnal RFR, which is; tllen reie,ased 10 the carriers.

Carrier prcpoa&1a.ar~aut:m¡itcd to all 3m.kcholacfc ot: Lhe oomc Hmo, Fn11?WWn-1! ;) tQ\¡lov. and

analys,js p(!rlod, Mør~r drafts ßeg;otiation JeltelS for each: pan. ïhe --raft are reviewd bylha
Count¡, änd their 'Comments äré. Îttòorpofate:i before- f!)lea$ß to the (arrjef. Weeklf sta:us

o:::(er&l1ce calls are coducted be:weenMercer andt'e C:nmty !o dìgç'U$i¡ttteretJ~walrêsLlli:,

f1otatior process and any opefl ¡$$UE'~



MERCER
r MA~SH MEnCER. K¡;OLL
,,,~ i:~'I '~l\HlT!~ 01. ~'rO( '/'I"'.J''¡

F"E!Q
AA~¡¡"I'71. ?linR

rJs., Marian Hall

Cøntr of Lo~ A"9!1le~

f(öi:pQffs.e'$ 'Q ihoc, rrì!g:olleliorriiUeiii t!ró duefrQtj .he;;,rrli!r.$ prh:)r k- the MPi;.t!lmeelit-g'3-
¡¡.gäh tM responses äre deliiered to a I s1åkt!llld'it$ cónruîrelrlly, Fiiiatis5Ue5 áre revieWed
and prepared fer til renewal metings,

lwQ-h::uf renewal Jìet1n",$:¡re cOrducl$ wlth (!tl:r;~(rh;r. Atend'e(s Î((tlude rer,¡¡s.ntatives
f!om DH R, CEO s nd MefD, as 'Wll as the çarri~r repesentames.. The carris' repr&SsntatiVi
genenlly include aocoi.m1fS3les management. financial, operations, and rrooicallpravider
rrlaticrrs t)ersonneL 1$$ul'$ dis(U$$$d dutlIi9 the mèèlil'1lS ijCludè: rá:l$ p.;lielq::merrtl¡:oposal
raies,penormance ~'uarantees. RFR deviations, network CCJntTng envirnment. heaf,1h
promotion programs8nd qualt¡ inlia1îr:s, Outstanding isssJesaná reqile~ts forrecuce rate-

Whp.rf am:!!/ of f)rrmrÎlmÎ'y fri:'$r - i:m idAttiífiirlfnr~;;r:11 r...rmmr POlli'win'J tlli: ll1InO. r:triiirs

mus. re.sp()t'd to all i::e~!ifed i~$ue$ it) wriin¡¡ loiill ~m''keh((kJ~J$,

Tile review and negotition pc.::cess continues until a,1I open iSssiBS .are fe~oNed or the ærr1e"

has pr&serrteed ihaitlÌrral offêr. Tne l1egDriali(li' dQQ$ rtDt ~1\\laY$ r$$ui in ¡;greeter' Qrt

i:amcuf,rbpics: however; it may result in overall businesscon~ssÌAn5 from the carrier!.

~v~fli.,~r~.a;lM'\fll1.''ll'l:ee¡¡tf.:;r'l~~''..'-=r.~~:1itlo,~
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